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EDITORIAL
There seems to be a tendency in all the 
prominent professions to exercise an 
increasing supervision over the activities
of practitioners. Committees and boards of various professional 
organizations are charged with the task of determining what is 
ethical and what shall not be done. There is a great difference 
of opinion as to the wisdom and desirability of an extension of 
control by a profession, but it seems reasonably clear that most 
practitioners are in favor of rigid application of all the rules and 
precedents which are supposed to make for higher standards. 
There was a time, in accountancy for example, when the com­
mittee on ethics of the American Institute of Accountants or its 
predecessor was not directly concerned with the fine points of 
practice. It was sufficient for those earlier committees to con­
sider charges of actual and indisputable wrong-doing. Now simi­
lar committees, not only in accountancy but in all other pro­
fessions as well, are taking an intensive interest in the nature of 
the work done by practitioners. As an illustration of this trend 
it is instructive to review some of the questions that have been 
engaging the attention of the American Institute’s committee on 
ethics. One of these, and perhaps the most important, is the 
nature of the comments and certificates made by accountants. It 
is now considered proper for a committee on ethics to concern 
itself with the method of explanation in an accountant’s report. 
For instance, if it seem to such a committee that an accountant 
has been ambiguous or evasive and has not done his utmost to 
make his meaning clear, it is quite proper to have such an account-
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ant charged with unprofessional conduct and tried before the trial 
board of the Institute. It is no secret that the committee on 
ethics is now considering various charges which have been made 
against accountants on the score of lack of explicitness.
Some of the Short­
comings
Let us think about a few typical cases. 
The names and details, of course, are 
changed so that there may be no indica­
tion of identity. For example, if the ABC corporation fails to 
show in its balance-sheet the reason for an increase of capital 
assets due to a revaluation of leaseholds, it seems to the committee 
that such a failure deceives the public. Or the writing up of 
securities of any kind without full and frank explanation seems to 
the committee to be deceptive. Or if a parent corporation in­
cludes in its consolidated statements an asset based upon fictitious 
writing-up of a subsidiary stock, the committee believes that 
there has been an attempt to deceive or, if not an attempt to 
deceive, there has been at least manifestation of a lack of account­
ing knowledge which is utterly deplorable. In one case the 
committee considered that the accountant had erred when he 
used in place of a common expression, such as consolidated, an­
other word which might logically be construed as a synonym and 
then claimed that the substituted word had really in the 
accountant’s mind a different meaning. That seems to the com­
mittee to be utterly wrong. There should be no attempt to avoid 
responsibility by changing terminology. Again, if an accountant 
should certify a balance-sheet which carried assets at appreciated 
values without making any provision for depreciation of appre­
ciated values the committee believes that there is just cause for 
adverse criticism. These cases are typical of scores of complaints 
which are brought to the attention of the committee on ethics, 
and they indicate most clearly that the professional man of today 
is being carefully watched, with reference not only to his honesty 
but also to his ability and his judgment. This all brings us back 
to the old thesis that an accountant’s statement can not be too 
clear. The public consists of minds of many kinds, some bright, 
some mediocre and many quite dull. All sorts of minds must be 
remembered when one writes for public reading. It is no longer 
sufficient for the professional man to plead that he writes for schol­
ars alone. He does not. He writes for the work-a-day world and 
while he can not be expected to write down to the level of the all- 
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too-numerous moron, he must write down to the level of what can 
be called ordinary intelligence. In order to do that he must say 
exactly the right word at the right place; and after he has written 
and revised it would be a good plan for him to read over again, 
perhaps with the assistance of some quite unprofessional friend, to 
see if he can find in any word or even in any method of punctua­
tion a possibility of two interpretations.
There is far too much readiness by all 
professional men to hide behind profes­
sional jargon. The lawyers are prob­
ably the worst offenders in this way, but physicians and surgeons 
are close seconds in the race and seem anxious to compete for the 
obscure. Accounts at their best are difficult to understand, 
even by accountants. What, then, is the blessed public to 
do with a mass of technical and often badly written comments? 
For example, if there has been purchase of a new subsidiary 
which has a surplus due to past operations of the subsidiary, 
why, in the name of heaven, can’t the accountant say so? 
Anybody could understand that. Or if there has been an 
appraisal of physical assets and the old valuation has been 
superseded by a new and higher, is there any reason in the world 
why the public should not be told exactly that in precisely plain 
English? More than half the charges which are made against 
accountants of these days can be traced to the use of equivocal 
language. Perhaps it would be well for every accountant, lawyer 
and physician to take a course in the use of short words which can 
not be misinterpreted. It might be a good plan to forbid the 
use of any word which has crept into the language since the days of 
the Tudors. That would cut out practically all the pseudo­
scientific slang which is meaningless to most people and mislead­
ing in effect. What we want is plain, straightforward, honest 
statement of fact, so written that the first-form school boy can 
read and understand. If that can be brought about, the work of 
the committee on ethics will be simplified and many heartburnings 
will be avoided. It is not a sign of wisdom or proficiency to use 
long words. It is generally a sign of mental poverty.
Misuse of Accountant’s 
Name
One of the problems by which account­
ants are occasionally confronted, and 
one that contains possibilities of grave 
importance, is unauthorized implication of an accountant’s ap-
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proval when no approval has been given. The X Corporation 
publishes a prospectus in which it is said that the affairs of the 
company are thoroughly satisfactory, the earnings five times the 
dividend requirements on the common stock and the prospects of 
increasing business are extremely bright. Then comes another 
sentence which reads thus: “The accounts have been audited by 
XYZ & Co.” The inference to be drawn from the juxtaposition 
of these two statements is that the firm of accountants, X Y Z & 
Co., has verified the condition of the company as described in the 
first of the two allegations. In other words, it seems that the ac­
countant has made an audit of the books and has found that the 
company is as prosperous as the prospectus portrays it. The 
accountant may have said something quite the opposite. But 
the statements in the prospectus are not literally false and they do 
not seem to make it possible to bring pressure to bear to prevent 
deception. There is, however, a way to overcome this difficulty 
and accountants may be interested to know how it was recently 
handled by one member of the profession. He approached the 
corporation, which we shall describe as the X Corporation, and 
drew attention to the misleading nature of a statement which had 
been made. The balance-sheet of December 31st had been pub­
lished, and underneath appeared the words, “Audits by X Y Z 
& Co.” He admitted that the balance-sheet was audited by the 
firm and therefore the statement to that extent was true. There 
was an inference there, however, that X Y Z & Co. had approved 
the balance-sheet. The head of the corporation replied that all 
that was intended to be conveyed was that the accounts had 
been audited, not that they had been approved, by X Y Z & 
Co. The head of the firm, X Y Z & Co., then drew the attention 
of the head of the corporation to a note on the stationery which 
reads:
“Our reports and certificates are issued on the understanding, with regard to 
publication, that unless they are reproduced in their entirety, any summaries 
thereof, excerpts therefrom or references thereto shall be submitted to us for 
our approval before they are published.”
The X Corporation’s head professed ignorance of this notation and 
stated that the issuance of the balance-sheet had been made in good 
faith. The accountant replied that by taking liberties with the 
report, as the corporation had done, it had withheld material infor­
mation from its stock-holders and that should a stock-holder come 
into possession of the genuine audited balance-sheet he could make 
it very uncomfortable for the corporation and the directors, on the 
ground that they obtained a certificate from a firm of auditors; 
that they took very serious liberties with it so that the statement 
put out by them was a gross misstatement of fact, and at the same 
time had aggravated the position by making an assertion which 
would lead the public to believe that the accounts were the work of 
the auditors. The accountant then referred to a recent suit and 
pointed out to the corporation that its statements con­
tained all the elements of fraud as defined by the prosecuting 
counsel in that case: first, the statement was false and, second, it 
was known to be false because the corporation had before it a 
different statement prepared by accountants, and, this being so, 
the printed statement must have been put out with intent to de­
ceive, and, as a matter of fact, it did deceive the stock-holders.
In the case of the X Corporation the 
admonition of the accountant was 
sufficient. The offending statement was 
withdrawn and no great harm was done; but the important thing 
about the case is the evidence which it offers of the possibility of 
making a statement of fact which may be utterly false in its impli­
cations. It may be well for all accountants to print on their sta­
tionery and their reports such a restrictive paragraph as that 
which has been quoted. To do so will strengthen their hands 
when the need for strengthening appears. Certainly every ac­
countant will wish to be on guard against the grave injustice 
which may be wrought by the implicit approval when a state­
ment of accounts and an auditor’s name are placed close together. 
In some cases the action of the client may be innocent of inten­
tional wrong-doing, but it is wrong, nevertheless, and should 
never be permitted. Accountants can not too strongly insist 
upon the fair reproduction of what they say. The change of a 
word, or even sometimes of a comma, may alter the sense and 
may lead the public to believe that the accountants have given a 
clean bill of health when, as a matter of fact, they have given 
nothing of the kind. When such things occur the injustice to the 
accountant is irreparable. The public, without any justification, 
begins to believe that the accountant’s word is not trustworthy. 
If, however, the accountant refuses to allow any alteration or con­
densation or even any reference to his name without approval, he 
will be protected against the great majority of dangers of this
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kind. Of course, the exceptional case will arise now and then 
when it will be necessary for the accountant to take more drastic 
action to prevent the misuse of his name. The laws seem to pro­
vide protection in such instances.
One of the questions most frequently 
discussed among accountants at the 
present time concerns the growth of the 
profession in the near future, and it is, of course, of vital impor­
tance to every practitioner and to young men who are thinking of 
entering the profession. The question is variously expressed 
but it may be represented by some such phrase as this: Are 
there too many accountants? A few years ago it seemed that 
there could be no danger for a long while to come of an excess of 
personnel in accountancy. It was commonly said and generally 
believed that there was so much more accounting work to do than 
had been done and the natural growth of the profession was so 
slow that accountants would not be able to overtake the volume 
of work at least for a generation. In the active period from 1918, 
at the end of the war, to 1929 there was, generally speaking, a 
substantial advance in the volume of practice every year. Nearly 
every firm found itself at the end of each fiscal period with a 
record of more clients and greater work for individual clients 
than in the year before. The lucrative nature of accountancy in 
those days was much advertised and some very unwise and repre­
hensible statements were made, especially by a few correspond­
ence schools. It was alleged, and supported by evidence, that 
accountants as a whole were better paid than any other professional 
men—not that they made great fortunes, but that the average 
remuneration was high and the work available for each prac­
titioner sufficient to keep him actively engaged. Carrying this 
argument beyond the realm of truth, it was asserted by some adver­
tisers that the profits to be derived from the practice of account­
ancy were far greater than they ever really were, and the need 
for more men was emphasized far and wide, until the statements 
made became so extravagant that they defeated their own pur­
poses and few believed them. However, the truth was that 
there was enough accounting practice for every competent prac­
titioner and the prospects all indicated that the demand for 
accounting services would increase steadily. It was customary 
to point to the fact that out of every hundred thousand corpora- 
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tions or other business entities only twenty-five per cent, were 
subject to independent audit. Persons who were interested in 
cost accounting could stimulate themselves to an excess of hope­
fulness by considering the small number of industries in which 
costs were accurately known. Everything seemed to arouse ex­
travagant faith in the outlook for years to come. It was per­
fectly true that there was a great deal more work to do than could 
be done by the accountants then in practice, and it was equally 
true that for every client there were three or four potential clients 
who had not yet seen the advantages of accounting services. 
No wonder that the roseate hopes of accountants led them to 
an extreme optimism. And this optimism may have been thor­
oughly merited. It is still quite uncertain to what extent ac­
countancy will develop in the coming years.
The point that is of interest now and is 
discussed frequently is the present 
condition of the profession. In this
Practice Has 
Decreased
year of grace, 1932, are there more accountants practising their 
profession than are required to do the work which offers? It is 
perhaps safe to affirm that every accounting organization, whether 
partnership or individual, is doing less actual practice this year 
than it did in the year preceding, provided, of course, that the 
practice has continued over more than one year. In other words, 
the only accountant who could possibly expect to be believed if 
he claimed that his practice had grown in the past twelve months 
would be the man who had started in that period. The meaning 
of this is not perfectly clear. In abnormal conditions such as 
those which have recently prevailed there is a natural but unwise 
tendency to dispense with the services of accountants and audi­
tors for the purpose of effecting what are called economies. Many 
business men are inclined to believe that the services rendered by 
accountants are of benefit only in times of prosperity and that 
the moment adverse conditions arise the time has come to avoid 
the expense involved in accountants’ fees. Obviously there are 
some accountants, as there are some members of all professions, 
whose services are of such doubtful value that they could be fore­
gone without any probability of loss. We are not speaking, 
however, of that sort of accountant. The man who is competent 
and accomplished in his profession is able to render a service to 
the client which is of value always but chiefly in times when rigid
supervision of expenses is required. However, in spite of this 
truth, when times are hard there is not so much accounting 
practice as there is in a normal era. Consequently in the year 
1931 and the first part of 1932 accountancy suffered a severe 
setback, and even in the time of most pressure during the winter 
there was not work enough for all the men available. This ex­
perience is unique in recent years. Heretofore it has been one of 
the great difficulties confronting the profession that during the 
winter it was not possible to obtain extra men who were com­
petent, and every employer of accountants found himself consider­
ably puzzled to deal with the volume of practice. This year, 
however, there was no trouble at all on that score and only the 
best men were needed. Indeed, some excellent men were not 
engaged at all. Hence arises the question whether accountancy 
is overmanned or not. On the answer depends the policy to be 
pursued by present practitioners and the choice of a vocation to 
be made by young men now selecting their life calling.
General Condition of 
Professions
It is not reasonable to suppose that a 
profession which has been checked in its 
growth will appeal strongly to young
men, unless they have in them some rare and irresistible urge to 
take up the work because of their love of it. In attempting to 
answer the question it is necessary to look at the experiences of 
other professions whose practice is somewhat parallel. What is 
happening in the law, in architecture, in engineering? In the 
case of the law it has always been true that there have been more
lawyers than litigation and it is proverbial that most young law­
yers must face a period of something approaching starvation. 
During the past few months this condition has been accentuated, 
and lawyers report that even though they have established prac­
tices they are suffering acutely from a decline in activity. In 
architecture the position is worse. The almost total absence of 
building or alteration has cast a blight upon the practice of archi­
tecture and the prospects are not brilliant even yet. In engineer­
ing the conditions are somewhat the same, but not quite so bad, 
perhaps, as in architecture. Indeed, if we look at the state of 
other professions it begins to appear that the sadness of account­
ants is not so well founded as it might seem. At the moment 
every profession seems to be overmanned. Now, it is certain that 
this condition can not prevail in all vocations permanently, and 
the conclusion is that it is not because of too much personnel 
that the difficulty arises but because of too little work, and the 
work is little because of the general fear which has paralyzed 
business and industry. If that be true, we may look for a re­
covery, a return to normal ways and normal magnitudes. The 
next question, then, is: When business shall have resumed its 
onward march, will there be work enough for all the accountants or 
will the disproportion between the personnel and practice continue 
as it is? No one can supply a definite answer. But it does seem 
reasonable to suppose that as business rises it will require more and 
more the assistance of competent advisors and will recognize 
that requirement. In that case we shall not have scores of 
competent accountants idle, but on the other hand we shall have 
enough work at least for every trained accountant of good repute. 
Probably it will be many years before the profession will return to 
the strenuous activities which occurred, for example, in 1920. 
Those were extraordinary times and not altogether healthy, al­
though they seemed to bear the flush of vigor. It will be far better 
for accountancy and every other profession if there can be a slow 
growth, so that personnel and practice may develop in step with 
each other. The young man who writes to ask whether he should 
go into accountancy or not as a profession must decide the ques­
tion for himself, but this much may be said: the prospects for 
accountancy are at least as bright, even today, as are the pros­
pects of any of the related professions, those professions which 
are part of the army of commerce and industry.
